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DEC 6 82008

ARIZONA DEPARTMENT OF FINANCIAL INSTITUTIONSA. (.

In the Matter of the Mortgage Broker License of: | No. 09F-BD049-BNK

REGAL MORTGAGE COMPANY NOTICE OF HEARING

DBA REGAL ONLINE MORTGAGE AND : :

DAVID WARE, PRESIDENT - -
10105 E. Via Linda, Suite 103

Scottsdale, AZ 85258

Petitioners. -

PLEASE TAKE NOTICE that, pursuant to Arizona Revised Statutes (“A.R.S.”) §§ 6-137,
6-138, and 41-1092.02, the above-capnoned matter will be heard through the Ofﬂce of .
Administrative Hearings, an mdependent agency, and is scheduled forJ anuary 13, 2009, at 9; 00
a.m., at the Office of Admlmstratwe Hearmgs, 1400 West Washmgton Suite 101, Phoenix, Arizona,
(602) 542-9826 (the “Hearing”). | | | |

The purpose of the Hearmg is to determine if grounds exxst for (1) the issuance s of an order
pursuant to A. R S § 6 137 drrectmo Petrtloners to cease and desrst from the vrolatwe conduct and to | }
take the appropm ate afﬁrmatwe actrons w1thm a reasonable perzod of time preserlbed by the |
Supermtendent to correct the conditions resultmg frorn the unlawful acts, practlees, and G
transactzons (2) the 1mp051tion ofa ewﬂ monetary penaity pursuant to A R S. § 6 132 (3) the . o
suspensmn or revocatlon of Petitmners hcense pursuant to A R S § 6-905; and (4)en order or any
other remedy neoessary or proper for the enforcement of statutes and rules regulatmg mortgage '
brokers ‘pursuant 10 ARS. §§ 6123 and6131. _

| Pursuant to A R S, § 6 138 the Supenntendem of Fmancial Insututrons for the State of

Arlzona (the “Supermtendem”) deiega‘ies the authonty vested in the Supermtendent whether 1mphed
or expressed to the D1rector of the Ofﬁce of Admlmstratwe Hearmgs o1 the Dlreetor 5 desrgnee to
pre51de over the Hearmg as the Adrnnnstrauve Law J udge to make wr1tten reoommendatlons 10 the '
Supe1 1ntendent COl’lSlStll"lU of proposed Fmdmgs of Faot Conclusrons of Law and Order The Ofﬁce. ,
of Admmlstrative Hearmos has deszgnated Thomas Shedden, at ‘ihe address and phone number lzsted

a,bove as the Ardmrnlstra’iwe Law }udve for these mooeedmﬂs Pursuant to Ar120na Admmrstratwe
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Code (“A.A.C.”) Rule 2..19..104 and A.R.S. §§ 41~1092.01(H)(1)' and l41~109'2.08, the
Superintendent retains authority to enter orders granting a stay, orders on motions for rehearing, final
decisions pursuant to A.R.S. § 41-1092.08 or ofher order or process which the Administrative Law
Judge is specifically prohibited from entering. |

‘Motions to continue this matter shail be made in writing to the Administrative Law Judge not
less than fifteen (15) days pnor to the date set for the Hearmg A copy of any motion to continue
shall be mailed or hand-delivered to the opposing party on the same date of ﬁhog with the Office of
Administrative Heanngs | ‘

AR.S. §41-1092. 07 entitles any person affecied by thlS Hearing to appear in person and by
counsel or to proceed without counsel durmg the gwmg of all evidence, to have a reasonable
opportunity 1o 1nspect all documentary evxdence to Cross- exarnme witnesses, to present evidence

and w1tnesses in support of his/her interests, and to have subpoenas issued by the Admxmstratwe

: Law Judge to compel attendance of witnesses and productmn of ewdence Pursuant to AR. S.

§ 41- 1092 07(B), any person may appear on hlS or her own behalf or by counsel

Pursuant to A R.S. § 41 -1092. 07(E) a clear and accurate record of the proceedmgs will be - |
made by a court repor’ter or by electronlc means. Any paity that requests a transcrlpt of the
proceedmgs shall pay the cost of the transcnpt for the court reporter or other transcriber.

Questwns concernmg issues raised in thls Notzce of Hearmg shouid be dlrected to Assistant

'Attorney General Cralg A. Raby, (602) 542-8889 1275 West Washmg‘con, Phoemx Ar1zona 85007 _ |

NOTICE OF APPLICABLE RULL‘S

On February 7, }978 the Anzona Deparimem of Fmancml Instztunons (the “Department”)

adopted A. A C R20~4-1201 through R20 4-1220 Wlnch were dmended September 12, 2001 scfung

forth the rules of praence and procedure apphcable in contested cases and appealable agency actlons 7 s

before the Supermtendent The hearmg w1li be conducted pursuant to these ruEes and the rules _ o
ﬁovermn;: proeedures before the Ofﬁce of Admzms{ratwe Heanngs A A C R2 19- 101 ihrough

R2- 19 122. A copy of these rules is enclosed

'to_-:"‘
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Pursuant to A.A.C. R20-4-1209, Pefitioners shall ﬁlt: a written answer within twenty (20)
days after issuance of this Notice of Hearing. The answér shall briefly state the Petitioners’ position
or defense and shall specifically admit or deny each of the assertions contained in thls Notice of
Hearing. If the answering Petitioners are W1thout or are unable to reasonably obtam knowledge or
information sufﬁcient to form a belief as to the truth of an assertion, Petitioners shall so state, which
shall have the effect of a denial. Any assertilon not denied is deemed admitted. When Petitioners

intend to deny only a part or a qualification of an assertion, or to qualify an assertton, Petitioners

|| shall 'éxpressly admit so much of it as is true and shall deny the remainder. Any defense not raised.

in the answer is deemed _waived;
If a timely answer is not filed, pursuant to A.A.C. R20-4-1209(D), Petitioners will be
deemed in default and the. Superintendent may deem the ailegations in this Notice of Hearing as

true and admitted and the Supermtendent may take whatever action is appropriate, including

suspensxon revocatlon, demal of Petitioners’ hcense or afﬁnmng an crder to Cease and Desist and

1mpos1t10n ofa c1v1i penalty or restmttton to any injured party

Petmoners answer shall be maﬂed or dehvered to the Arizona Department of Fmanctal
Instttuttons 2910 North 44th Street Suite 310 Phoemx, Arizona 8501 g, thh a copy maﬂed or - )
dehvered o the Office of Admlmstratwe Hearmgs, 1400 West Was,hmgton, Suite 101, Phoenix, |
Anzona 85007 and to Assistant Attomey Generai Craig Al Raby, Consumer Protection & Advocacy -
Sectlon, Attorney General s Ofﬁce 1275 West Washlngton Phoemx Anzona 85007. .

i’ersons w:th dlsabxlltles may request reasonable accemmodatlons such as mterpreters,
alternatwe format or assxstance w1th physxcal accesmbmty Requests for acconunodatlons rnust - 
be made as early as poss:ble 1o aliow ttme to arrange the acoommodauons If accommodatmns are |
required cali the Ofﬁce of Admzmstratwe Hearmgs at (60’)) 542 9826 RN

| | FACTS . . |
- L Petttzoner Regal Mortvac'e Company éba Reﬂai Onlme Moﬁ,ﬂage (“Regai”) is a New o

Memco corpmatzon authm Ized to transact buc;mess in A1 17ona as a mortgacfe broltez license mmbel '

PR TE R
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MB 0904728, within the meaning of A.R.S. §§ 6-901, et seq. The nature of Regal’s ousiness is that
of making, negotiating, or offering to make or negotiate loans secured by Arizona real properfy,
within the meaning of A.R.S. § 6-901(6). |

2. Petitioner Davn:l Ware (“Mr. Ware”) is the President of Regal and is authorized to
transact business in Arizona as a mox’tgage broker within the meanmg of AR S § 6- 901(6) as
outlined within A.R.S. § 6-903(E).

3. A September 27, 2007 through October 2, 2007, examination of Regal, conducted by the

|| Department, revealed that Regal and Mr, Ware:

a TFailed to conduct the minimum elements of reasonable employee investigat.ions
before l'liring employees, speci_ﬁcally: .. |
i, Petitioners failed to obtain a completed and properly dated Employment
' Eligibility Veriﬁeation Form (“19”) before hiring eight (8) employees; |
i,  Pefitioners’ falled to eolleet eomplete Immlgration Reform Control doeumentsl
prior to hmng five (S) employees | | | |
i, lPeUthHGI‘S failed to obtaln a eompleted and sxgned employment apphca‘iion B
.(“EA”) before hmng two (2) employees | | -
jv.  Petitioners failed to obtain a S1gned statement and detazled mformat}on
regarding an apphoant ] felony conwo’aons (“SS”) before hiring nine (9)
. _ employees, T | o .
' '_ V. Petltzoners faﬁed to eonsult wn‘,h the appheant s most reeent or next most |
reeent employer (“El”) before hn‘mg mne (9) employees
Vi Petztloners falled to 1nqu1re regardmg an apphoant s quahﬁcauons and .{_”‘;
| - oompetenee for the pOSEthI’i (“Ql”) befcne hmng nine (9) employees |
- vil Petmonels failed to obtdm a current credxt report from a credzt reportmg
-' . _agency (“CR”) before h1r1n0 ewht (8) employees X = .'

o viik Petmoners falled to obtaln an explanauon fo: d rocatory crodlt bef01e hirina :
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five (5) employees; and

ix. Petitioners failed to correct this violation from their previous examination;

. Failed to reconcile and update all re.cords specified in A.A.C. R20-4-917(B) in each

_calendar quarter, specifically:

- i, Petitioners failed to reconcile Regal’s accounts since June 2007; and

ii.  Petitioners failed to comect this violation from rheir previous examirratiorl; _
Failed to maintain a complete record containing all docmoents asrequired; -
specifically: |

i. _Petitioners failed to provide minutes for review at the Department’s

examinatlon

- Falled to mamtam all reqmred information on thelr hst of all executed loan
' apphcatlons or executed fee a,greements spec1ﬁcaﬂy

R : Petmoners Toan list fauled to contain a provasaon for entenno' the apphoanon ol

N Vdate or name of loan ofﬁeer

i ,Petzuoners loan hst faxled to mclude declmed and thhdrawn apphcatlons

| L Petltroners Joan list failed t0 have separate entrzes for disposition and

: chsposmon date and

v, Petztloners failed to correct thls v1olat1on from thexr prevmus exammanon, -
e Petmoners faﬂed to mamtam orrgmais or ciearly leglble COplCS of ail mortgage 1oan .

o _-transactlons for not fewer than ﬁve years specxﬁcally

Pet1t1oners faﬂed 0 keep and mamtam the w:tthdrawel eancella‘zzon, or demal |

: L notroe for two (2) borrowers _ . . -

_.‘Faﬁed to comply with the d1selosure reqmremems of T:Lﬂe I of the Consumer Credlt L

E Protectlon Act(I5USC. §§ 1601 through 1666J), ihe Real Estate Setﬂement L

Prooedures Act (12 U S C. §§ ?601 through 2617) and the regulations promulcrated _
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i, Petitioners failed to provide complete Truth in Londing (*“TIL™) disclosures to
five (5) borrowers;
ii.  Petitioners fetﬂed to disclose the Yield Spread Premium (“YSP”) on the Good
_Fatth Estimate (“GFE”) to. four (4) borrowers;
iii.  Petitioners failed to provide complete, updated Sérvioing Transfet (“ST™)
disclosures to five (5) borrowers; and |

iv.  DPetitioners failed to correct this violation from their previous examination;

. Failed to keep and maintain at all times correct and complete records as prescribed by

the Superintendent, speoiﬁceilly:
5. Petitioners failed to maintain complete records, evidenced by the fact that it

~was unable to provide any back-up documents;

. _Faxled to use a written agreernent signed by all partzes, when acceptmg fees and/or

documents in connectlon w1th mortgage loan apphcatlons speolﬁcally

Petxtmners fauled to mamtam a statutorﬂy correct wrztten agreement in the

1oan ﬁles of at least four (4) borrowers, a_nd

A Petmoners fatled to correct this v1olat10n from their prev1ous exammatlon,
Fa,ﬁed to ensure e that the Responsﬁ)le 1nd1v1dual mamtamed a position of actwe SR
B management -specifically:

Bt Petmoners Responsﬂ)ie Ind1v1duai Davzd Ware faﬂed to be in active -

manavement as evxdenced by hls fallure to ensure Petltloners comphance

- w1th Amzona Statutes and Rules govermng mortgage brokers

i . l“alled to not1fy the Supermtendent pmor to mamtammg branch records at the1r

. 'prmclpal place of busmess, speoxﬁcaliy

| 1 o Petltloners faﬂed to not1fy the Supermtendent that they have mamtamed

branoh ofﬁce reco:rds at the1r prmmpal piace of busmess ofﬁce ﬁnanolals w1th L

then: aooountant and or ﬁamzatlonal ﬁles wnh ‘Lh“ll‘ ia\wer




k. Used an appraisal disclosure that places an unlawful 90-day limit on the ameunt of .
time in which a borrower may obtain a copy of an appraisal for whieh the borrower
has paid; |

i.  Petitioners have used a disclosure entitled “NOTICE OF RIGHT TO
RECEIVE AN APPRAISAL REPORT® that includes a 90-day limit on the
amount of time.an applicant may request the appraisal; and

1. Failed to obtain the Superintendent’s approval ef tlteir use of a computer or
mechanical recordkeeping system, Speeiﬁceiiy: |

1. Petitioners failed to provide the Superintendent with advance written notice
seeking approval of their computer or mechanical record keeping system, as
ev1denced by eopies of their financial and other records appearmg to be

| generated from one or more computer systems

4 Based upon the above ﬁndmgs, on Pebruary 11, 2008 the Department issued and serVed

upon Regal a Nottee of Assessment Irz the Matter of the Mortgage Broker chense of Regal
‘ Mor zgage Company dba Regal Onlme Mortgage, No. 08F—BD069 SBD as well as the Depaztment’ .
‘ Report of Examlnatxon, and two 1nvozces, assessmg Regal an exarnmatton fee n the amount of ‘

$1 125 00 and a cwﬂ money penalty in the amount of $10 OOO 00.

5 On March 13 2008, Regal ﬁled a Request for Hea:rmo to appeal the Notice of

Assessment .

6 On Apnl 4, 2008 the Department 1ssued a N0t1ce of Hearmg, In the Matter of z‘he o

2 Mor tgage Broker chense of Regal Mo; tgage Company dba Rega! Onlme Mortgage No OSF- |
| BDOSO BNK settmg a hearmg at the Ofﬁce of Admtmstratwe Hearmgs (“OAH”) on May 12 2008 B E :‘

: before Admmzstratwe Law Judoe Mlchael Wales S

' 7 Feilowmg an Informel Settlement Conference held on Apn] 16 2008 the Department
and Reﬂal reaehed a settlement in the admmzstratwe matter wheretn Regal S pre51dent was to sign’

the CO’lSent 10 the Nonce of Asqessment the cml money penalty was redueed 1o $5 300 {)O and the
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scheduled hearing would be vacated. .

8. On May 6, 2008, the Department received a letter from Mr. Ware,-infonning the

| Department that enclosed was Regal’s response to the Report of Examination and a check in

payment of the examination fee. In the letter, Mr. Ware further stated that, “IT IS MY |
UNDERSTANDING FROM MY CONVERSATION WITH YOU THAT THE $5,500 WILL BE
PAID OVER 90 DAYS BEGINNING MAY 12, 2008 FOR THE FIRST INSTALLMENT OF
$1,833.33, AND THEN $1,833.33 ONJULY 12, 2008 AND THEN THE FINAL INSTALLMENT
ON AUGUST 12, 2008.” | | |

9. OnMay 9, 2008, based upon notification of settlemcﬁt, the May 12, 2008 OAH hearing
was vacated. | | | |

10, On May 16, 2008 the Department received from Regal the Notlce of Assessment, as |

mochﬁcd with the reduced civil money penalty amount penc:led in, which contanned the “Consent to .

| Assessment” mgned by Mr. Ware on May 15, 2008

il. As of the date th1s No‘ace of Hearmg is issued, Regal has failed to > pay to the Department
ény of the $5,500.00 civil money penalty_owed tQ the Depgrtment, .pursua,nt to the Notice Qf : |
Assessment and the Cdnsent th.c.refo sig.ned.by Mr. Waré",- on behalf of Regal, in violation of A.R.S. .
§6,132 . L S : ' | : . '

12. Based upon the above findings, the Deparlment issued and served upon Regal and Mr..
Ware an Order to Cease and Des:zst Notme of Opportumty For Hearmg, Consent to Entry of Order o -
(“Cease and Des1st Order”) on October 21 2008 . - - | B ‘

o 13 On November 14 2008 Petitmners ﬁled a Request Foz Hearmg to appeal the Cease and -
Desist Order, | | ST |
g 1 Pursuant to A R. S 8§38 6 901 et 5eq ihe Supex mtendent has the authozliy and duty to ‘
zeOﬁlaie ail persons engaved in the moﬂcage broker busmess and wﬁh the enfowement of statuies :

rules, and reﬂulatlons 1elatm,c: to mormaae b101\ers
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2. By the conduct set forth in the Facts, Regal and Mr. Ware violated the following:

a.

K

ARS.§ 6'-903(3\1) and A.A.C. R20-4-102 by failing to conduct the minimum

elements of reasonable employee investigations before hiring employees;

A.A.C. R20-4-917(C) by faﬂirig to reconcile and update ell records specified in
* AA.C. R20-4-917(B) in each calendar quarter; |

AA.C. R20-4-917(B)X9) by failing to maintain a corﬁpiete record containing all -

documents as required;

A A.C.R20:4-917(B)(1) by failing to maintain all required information on their list

of all executed loan applications or executed fee agreements;
A.RS. § 6-906(A) and A.A.C. R20-4-917(B)(6) by failing to maintain originals or
clearly legible copies of all mortgege Joan transactions for not fewer than ﬁve .years;

AR.S. § 6-906(D) and A.A.C. R20-4-91 7(B)(6)(e) by failing to comply w1th the

: l'd1sclosure requtrements of Tlﬂe 1 of the Consumer Credit Protectlon Act (1 5 U. S C -
'- :_§§ 1601 through 16663), the Real Estate Settlement Procedures Act (12 U.s. C

_§§ 2601 through 2617) and the regulatlons promuigated under these acts |

' A R.S. § 6—906(A) and A A C. R20-4- 917(8) by fathng to keep and mamtam at all

times correct and complete reoords as prescrtbed by the Supermtendent

AR.S. §6- 906(C) by faxhng 10 use a written agreement 51gned by all pames when .

: ‘_acceptmg fees and/or documents in conneouon with mortgace loan apphcatzons,
ARS. §6- 90.}(E) and A A C R20 4 102 by fmhng to ensure that the Responsﬂ)le g
: lIndwxdual mamtamed a posmon of aotwe management o _ | _' -
. ‘."A R S. § 6- 906(A) by faﬂmg to notxfy the Supermtendent prlor to mamtammg branch

- reeords at their prmczpal place of busmess o

ARS. § 6- 906(C) by using an apprzusal dzsc}osure that places an uniawful 90- day I

e lumt on the amount of tzme in whzch a borrower may obtam a copy of an apprmsal for| |

W thh the benower has pald dnd
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1. A.A.C.R20-4-917(A) by failing to obtain the Superintendent’s approval of their use
of a computer or mechanical recordkeeping system.
3. By the conduct set forth in the Facts above, Regal and Mr. Ware have violated A.R.S.

§ 6- 132 by failing to pay to the Department the civil money penalty due pursuant to the Notice of

1i Assessment and the Consent thereto signed by Mr. Ware, on behalf of Regal.

4. The violations, set forth above, constitute grounds for: (1) the issuance of an order
pursuant to A.R.S. § 6-137 directing Petitioners to cease and desist from the violative conduct and to.
take the_ appropriate affirmative actions, within a reasonable period of time prescribed by the
Superintendent, to correct the conditions resulting from the unlawful acts, practices, and
transactions; (2) the imposition of a civil monetary penalty pursuant to ARS. § 6-132; (3) the
Suspensmn or revocation of Pet1t1oners license pursuant to A.R.S. § 6-905; and (4) an order or any

other remedy necessary or proper for the enforcement of statutes and rules regulatmg mortgage )

'brokers pursuant to A.R. S. §§ 6- 123 and 6-131.

L WHEREFORE if aftcr a hearmg, the Supermtendent makes a ﬁndmg of one or more of the

| above—descnbed v1oiat10ns, the Supermtendent may affirm the October 21, 2008 Cease and Des1st

Order pursuant to AR.S. § 6- 137 impose a civil money penalty pursuant to A.R.S. § 6-132; suspend

or revoke Petmoners license pursuant to A.R.S. § 6- 905 and order any other remedy necessary or .

proper for the enforcement of statutes and rules regulating mortgage brokers pursuant to A. R. S

i §§6 123 andé 131

DATED this _ v day of Dec«?ﬂ de— 2008

3 j'FeiemaA R,otellmz _
: Supermtendent of F mancmi Insututlons

%%O%#’—

Rober‘z D. Chariton . -
' 3 Assmtant Supermtendent of Fmanclai Institutlons
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1 || ORIGINAL of the foregoing filed this ¥ -
day of [ corndaed . 2008, in the office of:
2
Felecia A. Rotellini, Superintendent of Fmanmal Instztunons '
3 || Arizona Department of Financial Insntutmns
ATTN: Susan L. Longo ‘
4 112910 N. 44th Street, Suite 310
Phoenix, AZ 85018
5
- 1 COPY mailed same date to:
6 _
|| Thomas Shedden, Administrative Law Judge
7 || Office of the Administrative Hearings
1400 West Washington, Suite 101 -
- 8 || Phoenix, AZ 85007
9 || Craig A. Raby, Assistant Attorney General
Office of the Attorney General
10 |} 1275 West Washington
Phoenix, AZ 85007
11 '
: Robert D. Charlton, Assistant Supermtendcnt
12 i Chris Dunshee, Senior Examiner .
1! Arizona Department of Financial Instltutzons -

‘2910 N. 44th Street, Suite 310 .~ 7
Phoenix, AZ 85018 ' .
AND COPY MAILED SAME DATE by
Certified Mall Return Recelpt Requested to 3_ ‘

: .1.6 Regal Mortgage Company IR |
| dba Regal Online Mortgage ~ = -~ . .~

¢/o David Ware, President -~ .

10105 E. ViaLinda, Suite 103 -+~ .

1 Scottsdale, AZ 85258 [ TR
Petltzoners R
David Ware, Statutory Agent For '; : ’_
Regal Mortgage Company

T dba Regal Online Mortgage - - . FTRN
10105 E. Via Linda, Suite 103~ " L
Scotisdale, AZ 85258 . e
David Ware Statutory Agent For '
Regal Mor‘{gage Company . . BN

|| dba Regal Online Mortgage L

24 112575 E. Camelback Road, Suite 450 L
Phoenixs AZ 85016 " BRI

- 20 £ 4 Am?sM
26 TSP ACN S 08-0578 Y R




